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WORLD-WIDE DEFENSE EXPENDITURES AND 
SELECTED ECONOMIC DATA, 196^ 

Introduction 

This report provides from a variety of sources as complete 
a tabulation of national defense expenditures as is now possible. 
The tables immediately following the text show on a very rough 
comparative basis military expenditures, population, gross 
national product, and official expenditures on public education 
and health for each of 120 countries. Where available, official 
foreign economic aid expenditures are also shown. 

It should be emphasized that the data are of varying degrees 
of reliability and comparability. Some of the national statistics 
are derived from fragmentary source materials and are extremely 
crude estimates. The conversion of national currencies into 
dollars is a further source of error and inconsistency. It has 
been possible in only some cases to make these conversions on 
the basis of realistic purchasing power equivalents; for most 
countries official exchange rates have been used to convert from 
national currencies to dollars. 

Efforts will be made to refine the methodology in future 
annual tabulations. Meanwhile, caution is urged in making detailed 
country-to-country comparisons and interpretations. The figures 
do, however, give some insights of a general nature into the size, 
distribution, and relative burden of national defense programs. 

Some of the more striking features of the summary figures are 
given below. An appendix on statistical methods and concepts 
treats in detail the qualifications of the data. 



_2- 

Defense Expenditures] ^/ 

World-wide . In 1964 global defense expenditures appear 
to have exceeded $130 billion, an average of more than $40 
per capita. This suggests some increase in total defense 
spending since the estimate of $120 billion was made by 
United Nations (UN) specialists in 1962. Although available 
national figures bear out this rise in the world total, direct 
comparisons with the UN study cannot be made since it did not 
contain a breakdown by countries in dollar equivalents. 

Major Powers and Military Alliances . One characteristic 
of the 1964 pattern of defense expenditures (and for prior 
years as well) is its essentially bi-polar nature. Defense 
expenditures of the two major powers, the United States and 
the Soviet Union, accounted for nearly $90 billion, or close 
to two-thirds of the world total. 

The two major military alliances, the North Atlantic 
Treaty Organization (NATO) and the Warsaw Pact, accounted 
for an estimated 85 percent of world total expenditures. 
NATO defense expenditures amounted to $73 billion, whereas 
Warsaw Pact expenditures are estimated to have exceeded $40 
billion in terms of equivalent purchasing power. 

1/ "Defense expenditures" are defined in this paper to mean 
total military expenditures of national defense agencies, as well 
as the military component of mixed civilian-military activities 
such as atomic energy. Excluded are expenditures for civilian 
space activities and civil defense. Except for the Warsaw Pact 
countries (for which rough purchasing power equivalents are used) 
defense expenditures in national currencies are generally converted 
into dollars at official exchange rates. 



Less Developed Countries .iL/ Total defense expenditures in 
1964 for the economically less developed countries (LDC's) 
amounted to roughly $16 billion, or 12 percent of the world total. 

Available evidence indicates that in recent years defense 
expenditures among the LDC's have risen at a much faster rate 
than those of the developed countries. Since 1960 the total 
increase in defense expenditures by LDG's is estimated at more 
than 50 percent, compared to less than 30 percent for the 
developed countries. Statistics on recent trends in gross 
national product and defense expenditures for selected LDG's 
are shown in Table k of this study. 

Economic Cost of Defense 

Gross National Product .—/ One measure of the economic cost 
of defense is the relation of military expenditures to gross 
national product (GNP). Defense expenditures absorbed about 
7 percent of the world's total output of goods and services in 



2/ For this report, "less developed" countries include the 
following: Albania, Bulgaria, Greece, Portugal, Spain, Turkey, 
Yugoslavia, all of the Near East and South Asia, all of the Far 
East except Japan, all of Latin America, and all of Africa except 
the Republic of South Africa. (Mainland China, with an estimated 
per capita income of about $95, is among the LDC's,). All other 
countries as a group are referred to as "developed". These are: 
all NATO members excluding Greece, Portugal, and Turkey; all 
Warsaw Pact members excluding Albania and Bulgaria; Australia, 
Japan, New Zealand, and the Republic of South Africa. 

3/ Gross national product is defined as an economy's total output 
of goods and services, valued at current market prices paid by 
the ultimate consumer. 



1964. 

Among individual countries, the ratio of defense expenditures 
to GNP ranged from less than 1 percent to more than 16 percent. 
Without reference to the level of economic development in a 
country, these ratios are inadequate as measures of comparative 
economic cost. 

In the less developed countries, average per capita incomes 
were less than $150, compared to over $1700 in the developed 
countries. Relative to per capita income, the cost of defense per 
person was almost as large in the LDC's as it was in the 
developed countries. It is particularly in countries with 
relatively low per capita incomes that the diversion of scarce 
resources from nondefense to defense sectors may be expected to 
affect adversely the attainment of economic goals. 

Domestic Investment ,it/ Domestic investment is one economic 
sector competing with defense for the allocation of national 
economic resources. It is also an important factor in stimulating 
future economic growth. Though detailed national data are not 
available at this time for inclusion in the statistical tables, 
rough estimates suggest that about 20 percent of the world's 
output goes to investment in fixed assets such as roads, port 
facilities, and industrial equipment. This compares to about 7 
percent of tne world's output going to defense. In many of the 
less developed countries private consumption and defense take 

4/ "Domestic investment" is defined in this report as the value 
of purchases and own account construction of fixed assets by 
enterprises, non profit organizations, and government. Expenditures 
of a capital nature by governments for defense (excluding civil 
defense) are treated as government consumption expenditures. 
Generally, the value of physical changes in stocks is included. 



a high proportion of total output , leaving relatively little 
of the national product for investment in development. Some 
of the LDC's, such as Indonesia, Jordan, and the Syrian Arab 
Republic, allocate unusually large shares of their national 
product to defense and are able to allocate relatively few- 
resources to public investment. 

Other Comparative Economic Data 

Foreign Economic Aid .A/ The amount of official foreign 
economic aid extended in 1964 was relatively small compared to 
the world's expenditures on defense. Donor countries, including 
the Communist countries, and international agencies spent less 
than $8 billion for foreign economic assistance to all less 
developed countries in the free world. This is equivalent to 
about 6 percent of the world's defense expenditures. NATO 
accounted for about 75 percent of the official aid extended 
to the free world LDC's. 

In 196M, total official economic assistance received was 
roughly one-half of the defense expenditures of the LDC's. With 
an external debt amounting to more than 15 percent of their 
combined output of goods and services, the LDC T s paid out debt 
service charges of over $4 billion in 1964, or about one-half of 
all the new economic aid extended to them in that year. 

5/ Foreign economic aid is defined as combined official bilateral 
and multilateral assistance, and excludes assistance from non- 
government sources. 
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Expenditures on-Public Education and Health, World-wide 
expenditures on public education and health in 1964 were 
equivalent to $125 billion, or close to total defense 
expenditures for the same year. Taking public education alone , 
world outlays were only two-thirds of those for defense. 

Except for the United States and the Soviet Union, 
reported national expenditures on public education and health 
somewhat understate actual public outlays for these services 
because spending by provincial and local governments, which in 
most countries is considerable, is excluded. Private outlays 
for education and health, which are significant in some 
Western countries, are also not included. 



Table 1: Defense Expenditures and Selected Economic Data, by Country, 1964 
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1/ Data marked with an asterisk have been roughly adjusted to concepts outlined in the UN Yearbook of Nationa l Accounts Statistics. For 
additional information, see Statistical Methods and C oncepts, page ii , 

2/ Data marked with an asterisk have been adjusted generally to concepts and definitions used by the North Atlantic Treaty Organisation 

(NATO). Data exclude expenditures on civilian space programs. For additional information, see Statistical Methods ana Concepts , page ill. 

3/ Data cover official aid to free world less developed countries only. Data relating to free world donors exclude assistance from 
non-government sources. 

4/ The quality and comprehensiveness of these statistics vary greatly from country to country. Data generally relate only to 

central government expenditures. In many countries, provincial and local governments have a major role in education and health. 
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Table 1: Defense Expenditures and Selected Economic Data, by Country, 1964 



5/ Generally, in current market prices converted at official exchange rates. For exceptions see Statistical Methdos and Concepts , page j, . 
6/ Estimate relates to federal, state, and local expenditures. 

7/ Excludes West Berlin. For 1964, West Berlin population estimated at 2,193,000; gross national product estimated at $3.8 billion in 
current market prices. 

8/ Unavailable. 

9/ Current market prices converted at rough purchasing power equivalents. 
10 / Rough dollar estimates based on share of defense expenditures of gross national product at factor cost. 

11 / Financial data relate to purchasing power equivalents. At current market prices, 1964 Soviet GNP estimated at 216 billion rubles, and 

expenditures on puclic education and health at about 15 billion and 8 billion rubles, respectively. See Statistical Methods and Concepts 
for additional information. 

12 / Estimated data. 

13 / Includes estimated foreign economic aid extended to free world less developed countries by all other donors. A number of countries ^ 
receiving aid themselves provide technical assistance to other countries. w 

Notes: 

The range of estimates of defense spending for Mainland China and the Soviet Union is due, at least in part, to different definitions 
of defense expenditures. For additional information, see Statistical Methods and Concepts , page iii. 

Statistical series were generally prepared in the latter part of 1965. The data used were the latest available at the time of preparation. 
Dash denotes modest or negligible sums. 

Sources: 

Population: US Agency for International Development (AID), and the United Nations (UN); 
Gross National Product: AID, US Department of State, and UH; 

Defense Expenditures: For the free world, AID; for the Soviet Union, Institute for Strategic Studies, London, and US Government 

estimates; for other communist countries, US academic specialists, and US Government estimates; 
Foreign Economic Aid Expenditures: AID and the Organization for Economic Cooperation and Development; 
Public Education and Health Expenditures: UN and the World Health Organization. 

Prepared by; 

U.S. Arms Control and Disarmament Agency 

Washington, D.C. 
November 1965 



Table 2: Defense Expenditures and Selected Economic Data, by Region, 1964 









Defense 


Foreign economic aid 


Public 


Public 


Region and Country 


Mid-year 
Population 


Gross national 
product (GNP)i/ 


Expenditures 


Percent 
2/ of GNP 


Expenditures 3 / 


Percent 
of GNP 


education 
expenditures;!/ 


health 
expenditures!/ 




(In millions) 






(In billions 


of U.S. dollar equivalents)^/ 




North America 
United States 


211.4 
192.1 


$672.2. 
628.7 


$53.0 
51.3 


8.0% 

8.2 


$4.0 
3.9 


0.6% 
0.6 


$33.0 
30.4 


$11.3 
10.0 


Europe 

NATO Countries**/ 

Warsaw Pact Countries!/ 

Soviet Union£/ 
Other Countries 


696.6 
289.4 
328.3 
228.0 
78.9 


866.5 
389.4 
404.0 
300.0 
73.1 


57.1-68.1 
19.7 
35-468/ 
30-40 
2.4 


6.6- 7.9 
5.0 

8.7- 11.4 
10.0-13.3 

3.3 


2.6 
2.1 

0.5 
0.4 


0.3 
0.5 
0.1 

0.1 


41.5 
15.6 

22.7 
20.0 
3.2 


21.6 
10.2 
10.2 
8.0 
1.2 


Latin America 


229.2 


74.0 


1.7 


2.3 






2.2 


0.9 


Far East 

Japan 

Phi Mainland 


1,113.0 
96.9 
738. 0 


173.4 
68.0 


u • o 

4.0--7.0 


4,4-sfia 

l.U 

5.7-10.0 


0.2 


0.3 


6.9 

3.0 
2.8 


1.6 
0.7 
0.5 

1 


Near East 


82.1 


19.2 


1.4 


7.2 






0.9 


0.3 t 


South Asia 
India 


611.1 
475.4 


55.7 
43.0 


2.1 
1.8 


3.9 

4.3 






1.3 
1.0 


0.4 
0.3 


Africa 


239.6 


34.6 


0.9 


2.6 






1.2 


0.4 


Oceania 


13.7 


24.8 


0.7 


2.9 


0.1 




0.7 


1.2 


World Total 


3,216.7 


1,920.4 


124.5- 
T3S.5 


6.5- 
7.1 


7^2 11/ 


0.4 


87.7 


37.7 



Continued 

Table 2: Defense Expenditures and Selected Economic Data, by Region, 1964 



1/ In so far as possible, data adjusted to concepts outlined in the UN Yearbook of National Accounts Statistics . For additional 
information, see Statistical Methods and Concepts , page a, 

2/ Data for the free world have been adjusted generally to concepts and definitions used by the North Atlantic Treaty Organization 

(NATO). Data exclude expenditures on civilian space programs. For additional information, see Statistical Methods and Concepts , page ill. 

3/ Data cover official aid to free world less developed countries only. Data relating to free world donors exclude assistance 
from non-government sources. 

4/ The quality and comprehensiveness of these statistics vary significantly from country to country. Data generally relate 

only to central government expenditures. In many countries, provincial and local governments have a major role in education and health. 

5/ Generally, in current market prices converted at official exchange rates. For exceptions, see Statistical Methods and Concepts , page i. 

6/ Include United States, Belgium, Canada, Denmark, France, West Germany, Greece, Iceland, Italy, Luxembourg, Netherlands, Norway, 
Portugal, Turkey, and the United Kingdom. 

7/ Include Albania, Bulgaria, Czechoslovakia, East Germany, Hungary, Poland, Rumania, and the Soviet Union. 

8/ Represents best available dollar estimate of total defense expenditures. 

9/ Financial data relate to purchasing power equivalents. 

10/ Estimated data, 

11/ Includes estimated foreign economic aid extended to free world less developed countries by all other donors. 
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Table 2: Defense Expenditures and Selected Economic Data, by Region, 1964 



Note: Due to rounding data may differ from information contained in Table 1. 
Dash denotes negligible sum. 

Sources: 

Population: US Agency for International Development (AID), and the United Nations (UN); 
Gross National Product: AID, US Department of State, and UN; 

Defense Expenditures: For the free world, AID; for the Soviet Union, Institute for Strategic Studies, London, and US Government 

estimates; for other communist countries, US academic specialists, and US Government estimates; 
Foreign Economic Aid Expenditures: AID and the Organization for Economic Cooperation and Development; 
Public Education and Health Expenditures:' UN and the World Health Organization, 
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Prepared by: 

U.S. Arms Control and Disarmament Agency 
Washington, D.C. 
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Table 3: Defense Expenditures and Selected Economic Data for Less Developed Countries,!/ by Region, 1964 



Defense Public Public 

Mid-year Gross national Percent af education health 

Region Population product (GNP)£/ Expenditures 3 / GKP expenditures 4 ./ expenditures 4 / 

(In millions) | (In billions of U.S. dollar equivalents);?/ 



Europe 


109.0 


$ 53.0 


$ 2.5 


4.7% 


$ 3.2 


$ 1.3 


Latin America 


229.2 


74.0 


1.7 


2.3 


2.2 


0.9 


Far East 


1,036.1 


105.4 


6.8-^.8 


6.5-9.3 


3.9 


0.9 


Near East 


82.1 


19.2 


1.4 


7.2 


0.9 


0.3 


South Asia 


611.1 


55.7 


2.1 


3.9 


1.3 


0.4 


Africa 


222.1 


24.2 


0.5 


2.1 


1.0 


0.4 


Total 


2,289.6 


331.5 


15.0-18.0 


4.5-5.4 


12.5 


4.2 


Percent of world total 


71.2% 


17 , 3% 


12,1-13.0% 




14.3% 


11.1% 



1/ For this table, less developed countries include the following: Albania, Bulgaria, Greece, Portugal, Spain, Turkey, Yugoslavia; all of 
Near East and Far East except Japan; all of South Asia; all of Latin America; and all of Africa except the Republic of South Africa. 

2/ For most free world less developed countries, GNP statistics based on UN data for prior years. For less developed countries where 
official national accounts data are not available or considered to be inadequate, estimates prepared from available information. 
For additional information, see Statistical Methods and Concepts , page ii. 

3/ Data have been generally adjusted to concepts and definitions used by the North Atlantic Treaty Organization (NATO). See 
Statisti c al Methods and Concepts , page iii for additional information. 

4/ The quality and comprehensiveness of these data vary significantly from country to country. Data generally relate only to central 
government expenditures. In many countries, provincial and local governments have a major role in education and health. 
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Table 3: Defense Expenditures and Selected Economic Data for Less Developed Countries,!/ by Region, 1964 



5/ Generally, in current market prices converted at official exchange rates. 



Sources: 

Population: US Agency for International Development (AID) , and the United Nations (UN); 
Gross National Product: AID and US Department of State, and UN; 

Defense Expenditures: For the free world, AID; for communist countries, US academic specialists, and US Government estimates; 
Public Education and Health Expenditures: UN and the World Health Organization. 
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Table 4: Defense Expenditures and Gross National Product for Selected Less Developed Countries, 1960, 1962., and 1964 





1960 


1962 


1964 




Gross national 


Defense 


Gross 


national 


Defense 


Gross national 






XvGgisJIl ca-IlU v»vJ UI1 LI y 


product 


expenditures 


product 




expenditures 


s product 


CApcIlUl IU1C9 








(In millions of V 


S. 


dollar equivalents) 






Europe 




















Portugal 


<C Q A 1 T 


$105 


$ 2 


790 




$ 200 


$ 3,120 






I UgO SlaVlft 


4, 297 


280 


5,830 




360 


7,755 


403 




Latin America 




















Ecuador 


759 


19 




868 




17 


1,000 


20 




Mexico 


12 , 331 


88 


14 


200 




103 


17,450 






Venezuela 


5 , 216 


110 


5 


613 




132 


6, 405 


145 




Far East 




















Philippines 


3, 109 


AA 
**** 


3 


830 




44 


A cor. 


/ 2 




China, He n tblic of 


1 , 498 


164 


1 


809 




222 


2,890 


218 




Thailand 


2 , 623 


73 


3 


000 




74 


3,330 


sac 






















I 


Iran 


4,235 


166 


4 


561 




188 


5,030 


233 


M 

<o 


Israel 


1,538 


115 


2 


229 




178 


3,111 


372 


1 


Jordan 


272 


52 




343 




54 


410 


59 




South Asia 




















India 


33,200 


641 


36 


900 




1,037 


43,000 


1,800 




Pakistan 


7,489 


223 


8,340 




216 


9,450 


287 




Af ri ca 




















Ethiopia 


812 


15 




900 




19 


982 


22 




Ghana 


1,324 


14 


1,518 




33 


1,675 


39 




Nigeria 


3, 300 


16 


3,715 




24 


4,120 


48 





Note: Gross national product and defense expenditures are in current market prices generally converted at official exchange rates. 
Defense expenditures have been adjusted generally to the concepts and definitions used by NATO. 

Prepared by: 

Sources: Gross national product and defense expenditures: AID. U.S. Arms Control and Disarmament Agency 

Washington, D.C. 
November 1965 



Appendix 



Statistical Methods and Concepts 

The following is a statement of qualifications of 
the data used in the report and describes both the data 
and the definitions and concepts involved. 



Conversion Rates 

To provide world totals and some basis for rough 
comparisons among nations and regions, data in foreign 
currencies have been converted into dollars throughout 
the accompanying tables. For most countries, currency 
conversions have been made at official exchange rates, 
but for some countries purchasing power equivalents are 
used. These conversions create several problems which 
should be taken into account when interpreting the data. 

Official exchange rates are not the ideal instrument 
for converting domestic values of goods and services into 
common denominators by which meaningful comparisons can be 
made. Various factors including foreign exchange controls 
and quantity restrictions on trade may affect and distort 
relationships between internal prices and external prices 
expressed in official exchange rates. In addition, differences 
in the composition of national defense programs and in 
national pricing practices with respect to defense further 
complicate conversion of defense spending in terms of a 
common currency unit. 

Although purchasing power equivalents provide a 
more significant means of comparing national data and 
aggregating them, conversion factors in these terms are 
available only for a limited number of countries. Rough 
purchasing power equivalents have been used for the Warsaw 
Pact countries and for certain other countries (Argentina, 
Brazil, Chile, Colombia, Indonesia, and South Korea). 



-i- 



For the Soviet Union, rough conversion factors were 
estimated for GNP in total and separately for each of 
the components shown in the table, i.e. defense, foreign 
economic aid, public education, and public health. This 
means that the relation of the components to GNP is 
different from the relation which exists when values are 
expressed in indigenous currencies. In the case of defense, 
the ratio to GNP is higher in purchasing power equivalents 
than in rubles. 



Population 

The general source of population statistics is the 
United Nations. UN data have been reviewed and projected 
to mid-1964 estimates by AID in light of evaluations made 
by the U.S. missions abroad. 



Gross National Product 

GNP in this study is defined in terms of an economy's 
total output of goods and services, valued in current market 
prices paid by the ultimate consumer. To compare major 
components of GNP, a more suitable measurement is gross 
national product expressed in national currencies at factor 
cost. Factor cost takes into account the effect of indirect 
taxes and subsidies on the factors of production. For example, 
defense as a share of GNP in the Soviet Union would be 
significantly larger if measured at factor cost than at market 
prices because the defense sector in the Soviet Union is 
subsidized. However, for many countries, current data on GNP 
at factor cost are not readily available. 

For most countries of the free world, AID utilizes GNP 
data obtained from UN sources. Where UN data are unavailable 
and official national accounts data are nonexistent or 
considered to be deficient, AID has prepared estimates from 
available information. 

GNP data at market prices for the Soviet Union are roughly 
adjusted to Western concepts and are expressed in estimated 
purchasing power equivalents. 

Aggregate GNP for Warsaw Pact members other than the Soviet 
Union, roughly adjusted to Western concepts and reflecting 
rough purchasing power equivalents, has been recently estimated 
to be about equal to West Germany's GNP. GNP for Mainland 
China is a rough estimate prepared from available information. 
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Defense Expenditures 



Defense expenditures, as compiled by AID, are adjusted 
to the NATO definition of defense. They represent current 
and capital defense expenditures by national governments 
specifically to meet the needs of the armed forces, including 
expenditures financed by aid from foreign governments. They 
take in total military expenditures of national defense 
agencies, plus certain types of para-military forces, retire- 
ment pensions of career military and appropriate civilian 
personnel, expenditures for foreign military assistance covering 
grants of end-items, stockpiling of military equipment and 
supplies, and the military component of mixed civilian-military 
activities such as atomic energy and research and development. 
Excluded are expenditures on civilian space programs, civil 
defense, stockpiling of industrial raw materials or semi-finished 
products . 

Soviet defense expenditures have been estimated in terms 
of what the Soviet defense effort would cost in the United States. 
It is generally believed that the announced Soviet defense budget 
excludes certain expenditures which would be classified as defense 
spending in Western countries. The Institute for Strategic 
Studies, London, estimates current Soviet defense expenditures 
to range between $30-35 billion, whereas U.S. estimates of 
these expenditures, which may be broader in definition, are in 
the neighborhood of $40 billion. 

Defense expenditures for other Warsaw Pact countries 
are based on explicit defense spending, with an upward adjustment 
to include certain other expenditures. 

For Mainland China, the very rough estimates of defense 
expenditures are derived from fragmentary information and should 
be viewed with caution. The lower limit of the range may be 
more narrowly defined than the upper limit, which includes 
defense-related expenditures. 

Foreign Economic Aid Expenditures 

Economic aid data cover expenditures for assistance to free 
world less developed countries. Data relate to official 
bilateral and contributions to certain multilateral programs, 
and for the free world donors exclude assistance from non- 
government sources. 
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Expenditures on Public Education and Health 



For the United States and a few other countries , 
data on public education and health embrace expenditures 
made by all levels of government. Data for the remaining 
countries generally cover national government expenditures 
only, as figures for provincial and local governments are 
not available. Since these other levels of government may 
play a major role in providing educational and health 
services in some countries, the data shown presumably 
understate actual world expenditures on these services. 

Information on public education expenditures covers, 
in so far as possible, the four levels of educational 
attainment defined and adopted by the 1958 General Session 
of UNESCO. The four levels include pre-schooling education 
(kindergarten), primary and secondary education, and 
university level education. Expenditure data include combined 
current and capital expenditures. Estimates of public 
health expenditures cover combined health and medical service 
expenditures . 

Expenditures on public education and health in the 
Soviet Union are expressed in purchasing power equivalents. 
In these two fields the ruble-dollar ratio is estimated to 
be fairly close to the official exchange rate. 
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